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As the unified,
independent Voice of
European Business in
China, we seek greater
market access and a level
playing field for European
companies, as well as
improved market
conditions for business
in general
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Executive Position Paper

At a crossroads
The outdated
China model

Long, stable
period of growth

• Economic and societal
problems
• The end of the ‘golden
age’
• European companies
reappraising China’s
role

• A modern, creative and
market-orientated era of
medium-level growth is
possible
• But only if broad and
decisive reforms are
implemented now

The Decision provides a framework

“The underlying
issue is how to…let
the market play the
decisive role in
allocating resources

and…

“…let the
government play its
functions better.”

The Decision, Article 3

• Market forces are the remedy for many of China’s economic, business
and societal problems
• A framework of reforms to shift to a market-led model that is more
sustainable, inclusive and fair

The Decision is Irreversible

• EU industry has waited for many years since WTO accession for
meaningful reforms and greater investment liberalisation
• Sustained growth going forward can only be achieved if China urgently
opens its economy to allow all firms to compete on an equal basis

The Role of the Market

Financial Reform

“We will…accelerate
interest rateliberalisation”

and…

“…we will open the
financial industry
wider.”

The Decision, Article 12

•
•

China’s financial system developed to support the state-led investment model
Market-based price signals are needed to incentivise risk-based lending

Fiscal Reform

“Local fiscal gaps caused by the central authority’s policy of increasing
spending will be filled by general transfers in principle”
The Decision, Article 17

•
•

China’s fiscal system dates back to the days of undersupply and generates
funding gaps for local governments
Local government appraisal criteria has led to a reliance on land financing, debt
accrual through LGFVs and imprudent industrial investment

Decentralisation

“Annul all sorts of regulations and methods that impede the national
unified market and fair competition”
The Decision, Article 9

•

Without first introducing mechanisms to increase fiscal resources for local
governments and to realign their incentives, further decentralisation runs the
risk of further market-distortions through increased:
o Local protectionism
o Promotion of wasteful investments

SOE Reform

“We must unswervingly consolidate and develop the public economy,
persist in the dominant position of public ownership, give full play to the
leading role of the state-owned sector, and continuously increase its
vitality, controlling force and influence”
The Decision, Article II

•
•

The most concerning aspect of the Decision is that on SOE reform
A number of clauses indicate that SOEs will not be exposed to full and fair
competition and will continue to be favoured to the detriment of private and
foreign industry across many sectors

Market Access

“We will have the same laws and regulations on Chinese and foreign
investment [and]…all kinds of market players may enter areas not on the
negative list on an equal basis and according to law”
The Decision, Article 9

•

The China (Shanghai) Pilot Free Trade Zone is a positive first step, but:
• A speedy nationwide rollout of the piloted openings is needed
• Great room remains for further elimination of barriers
• In addition to lifting investment constraints, frequent indirect and hidden
restrictions must also be addressed

Institutional Restructuring
and the Freedom to Choose
•
•

A functioning market economy requires industry to have freedom to choose.
The value generated in each link of a value chain must be higher than the cost
incurred
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Innovation

“Strengthen the dominant position of enterprises in technological
innovation”
The Decision, Article 13

Misguided indigenous innovation policies: a top-down and nationalistic approach
• Strongly centralised
• Serves as a tool to capture a greater market share for favoured domestic
companies and to use China’s large marketplace to promote domestic
technologies
• Innovation must be led by industry and therefore requires an environment that
rewards genuine innovation and fosters both competition and cooperation

The Environment

“Correct the bias of
evaluating political
achievements merely
by the economic
growth rate”

and…
The Decision,
Articles 14 & 53

“whoever uses the
resources must pay for
them and…whoever
pollutes the
environment…must pay
compensation
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Healthcare Reform

“We will proceed with a comprehensive reform in medical security,
medical care, public health, and the medicine supply and regulatory
system”
The Decision, Article 46

Administrative Price Controls
• Too much emphasis on price alone
• Impacts quality and innovation
• Should reflect intrinsic value and longterm health and economic welfare

Pre-market approvals
• More post-market surveillance, but still
burdensome pre-market requirements
• Time-to-market for life-saving, diseasereducing and therapeutic technologies

Internet Management

“We will strengthen management of the Internet in accordance with the law,”
The Decision, Article 50

Internet restrictions

Slow Internet speed

Filtering of legal content

Difficulty to research

Ability to attract top
researchers to China

Affects individuals and
business to conduct research
in China

Negative impact on
economic growth

Rule of Law
“We will adhere to governance in accordance with the law [and]…we will uphold the
principle that everyone is equal before the law, and no organisation or individual has
the privilege of overstepping the Constitution and laws”
The Decision, Articles 30 & 47

Accountability

“The rule of law is a principle of governance in which all persons, institutions and
entities, public and private, including the State itself, are accountable to laws that
are publicly promulgated, equally enforced and independently adjudicated, and
which are consistent with international human rights norms and standards. It
requires, as well, measures to ensure adherence to the principles of the supremacy
of law, equality before the law, accountability to the law, fairness in the application
of the law, separation of powers, participation in decision-making, legal certainty,
avoidance of arbitrariness and procedural and legal transparency”
United Nations Rule of Law, What is Rule of Law?
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Rule of Law
“Ensuring the independent exercise of the judicial and procuratorial power in
accordance with the law…We will…establish a judicial system that is appropriately
separated from the administrative divisions”
The Decision, Article 32

An
independent
Judiciary
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Rule of Law
“We must deepen political system reform that features…governing the country
according to the rule of law”
The Decision, Article 2
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are publicly promulgated, equally enforced and independently adjudicated, and
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China and the World

China and the World

“To adapt to the new trend of economic globalisation, we must promote
domestic openness together with openness to the outside world”
The Decision, Article VII

Evolution of the WTO

Risk of isolation in
global FTAs and of
being perceived as an
adversary

Bilateral Investment
Agreements

“To adapt to the new trend of economic globalisation, we must…foster new
advantages in participating in and leading economic cooperation and
competition at a faster pace, in order to promote reform through opening
up”
The Decision, Article VII

Conclusion

Looking forward

•

The primary principles of the Decision provide the framework for the
required reforms

•

European industry has faith that China can again replicate reformist
successes of Deng and Zhu

•

The European Chamber hopes that the 800 recommendations in the Position
Paper can help with providing some direction for this difficult task

Thank you

http://www.europeanchamber.com.cn
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